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LABETTE COUNTY MEDICAL CENTER

D/B/A LABETTE HEAITH

MANAGEMENTI S DISCUSSION AND ANAIYSTS

Years ended December 31, 20LA and 2OL7

Our discussion and analysis of the financial performance of Labette County
Medical Center d/b/a Labette Health provides a narrative overview of Labette
Health's financial activities for the years ended December 31, 2018 and 20).'7.
Please read iE in conjunction with the accompanying financial stat.ements.

Financial highlights

Labette Health's net position increased by $a,900,'775 or 13.9 percent in 201-8 and
increased by $f,01-2,500 or 3.0 percent in 2017.

Labette Health reported an operating income of $2,820,853, $722,643, and
i2,789,250 in 20L8, 20L7 , and 201-5, respectively.

Using these financial statements

Labette HealEh,s financial statements consist of three statements - a Statement
of Net Position; a Statement of Revenues, Extr)enses, and Changes in Net Posj-tion;
and a Statement of Cash Flows. These financial statements and related notes
provide information abouE the activities of Labette Health, including resources
held by or for the benefit of Labette Health, and resources restricted for
specific purposes by contributors, grantors, and indenture agreements.

One of the most important questions asked about Labette Health's finances is, 'rIs
Labette Health as a whole better or worse off as a result of the yearrs
activities?" The Statement of Net Position and the Statement of Revenues,
Expenses, and Changes in Net Posj-tion report information about Labette Health's
reEources and its activities in a way that helps answer this question. These
statements include afl- restricted and unrestricted assets and all liabilities
using the accrual basis of accounting. For purposes of these two statements,
revenues and expenses are taken into account regardless of when cash is received
or paid.

These two statements report Labette HealEh's net position and changes in it.
Labette Heafthts net position - the difference between assets and liabilities -
may be thought of aJ one way to measure its financial healEh, or financial
polition. Over time, increases or decreases in Labette HealthIs net position.are
-one indicator of whether its financial heal-th is improving or deteriorating.
Consideration must al-so be given to oEher nonfinancial indicators, such as
changes in Labette Health's patj-ent base and measures of the quality of service
it piovides to the community, as wefl as l-ocal economic factors, to assess the
overall health of Labette Health.

The final required statement is the Statement of Cash Flows. The statement
reports cash receipts, cash payments, and net changes in.cash resulting from
op-erations, investing, and financing activities. It provides -answers to such
qirestions as "Where did cash come f rom?rr , "What was cash used f or?tr , and "What
rias the ctrange in cash balance during the reporting period? "
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I,ABETTE COUNTY MEDICAI CENTER

D/B/A LABETTE HEAITH

MANAGEMENT ' S DISCUSSION AI\TD AIIAIYSIS - CONT]NUED

Years ended December 31, 2Ol8 and 201-7

Assets, liabilities, and neE position

Labette Health's statements of net position as of the end of each of the l-ast
three years are summarized as follows:

ASSeIS
Current assets
Assets limited as to use
Capital assets, net
Other assets

Total assets

Deferred outflows of resources
on advance refunding

Liabilities
CurrenE Liabilities
Long-term liabilities

Total Liabilities

Net position

2 0r_8

$31,811-,400
l_l-, l-33,505
2'l ,L57 ,727

454 ,]-43

70,566,775

37 0 ,82L

(7 ,520 ,532)
(23,202,361)

201,7

$ 24,975,213
10,938,054
29 ,454 ,537

595 ,822

65 ,973 ,626

408 ,562

(7 ,545 ,9ai )

(23 ,522 ,343)

20]-6

$ 24,76]-,657
13,276,]-9]-
30 ,7 64 ,986

525,247

69 ,32 9, 081

]-47,570

(6 ,545 ,237 )
(28 ,529 ,985)

(35,175 ,223)(30 ,722, 893 ) (31,058 ,260)

i 40,2A4,703 $ 35,313,928 $ 34,30L,428

Cash and cash equivalents in the current asset category increased by $e,404,759
in 2018 and increased by $L,Ll2,145 in 20L7. The changes in 2018 are due to cash
flows from operations and investing activities being more than the cash used by
capitat and related financing activities.

Net patient accounts receivabLe increased by $90,305 in 2018 and decreased by
$7gO;748 ln 2017. The number of days of net revenue represented by net accounts
receivable was 50 days, 56 days, and 51- days as of December 31, 201-8,2017, and
2016, respectively. The median value of similar hospitals for this ratio is
58 days.

Net capital- assets decreased by $2,306,81-O in 2018 and decreased by $1,300,449.in
2Oj-7. CapiEaI asset acquisitions during 2OL8 and 2017 were funded from operaLing
cash f1ow, a note paya-bIe, and capital lease obligations. Cash outlays for
capital asset acgu:-iilions total-ed $2, 583, 567 during 201-8, of which $1, 060,4t7
(g'g.S percent) wis financed with note payable and capital lease obligations and
the re-st was paid for from operating cash f1ow. Cash outlays for capital asset
acquisitions lotaled $3 ,203,21-6 during 2OL7 , and was paid for from operating cash
f Low.

Labette Health issued $15,000,000 and #9,02L,000 in bonds during,fanuary 20a7 an:d

December 2015 respectively, for the advance refunding of the 2007 bond issue.

Labette Health,s net position increased by $a,900,775 or l-3'9 percent in 201-8 and
increased by $f,OL2,'OO or 3.0 percent in 2OL7. The percentage of total assets
fj-nanced wigh net position, of eguity, was 56.7 percent, 53.2 percent, and
49.4 percent as of December 31, 20L8, 20a7, and 20L6, respectively.



LABETTE COUNTY MEDICAL CENTER

D/B/A LABETTE HEAITH

MANAGEMENTIS DISCUSSION AND ANALYSIS - CONTINUED

Years ended December 31, 2018 and 201-7

Operating results and changes in net position

Labette Health's operating results and changes in net posiEion for
last three years are summarized as follows:

Operating revenues
Operating expenses

Operating income

Ambulance subsidy
fnEerest expense
OEher nonoperating revenues
Capital grants, contributions,

and sales tax revenue

Change in net position

Inpatient services
Outpatient services
Physician services

Gross patient service
revenue

Contractual adjustments
Provision for bad debts
Charity care

Net patient service
revenue

$ 4,900,775 $ 1,ol-2,500 i 2,248,037

20]-8

$ 75 ,25L,660
72 ,43 0, 807

2 ,920 ,853

292 ,492
(951- , 319 )

2,007 ,273

'73L,47 6

each of the

201,620L7

$ 66 ,545 ,7 40
65 ,824 ,097

722 ,643

273 ,605
(L,235,2a5],

a99 ,624

1,052 ,843

20L7

$ 48,974,1-80
7-7-3 ,342 ,4Ol
20,a2'7,049

7-92 ,443 ,629
(]-L0,957,805)

(9,553,476)
(1,808,981)

$ 50, 023 ,367

i 63 ,564,526
60 ,875 ,27 5

2 ,7 gg ,250

L85 ,977
( 1, 8l-3 , 925)

110,311

975,424

20a6

i 49,489,322
99, 118, 550
1-8 ,952 , 555

L67 ,550,537
( 98 , 115 ,924)
(8,258,805)
(l_ , 655 ,7 04)

$ 59, 530, 103

The first, and most significant, component of the overall change in Labette
Healthrs net position is its operating income - generally, the difference between
net patient service revenue and the expenses incurred to perform those services.
f,abe-tte Health's operating income increased by $2,098,21-0 in 201-8 and decreased
by $2,066,607 in 20L7.

Gross and net patient service revenue for the past three years are analyzed as
f ol-Lows:

20]-8

$ 51,543,575
7-33 ,323 , 937

24 ,5L4 ,427

209 ,38L , 939
(128,035,004)

(LL ,2L4 ,552)
(2,87L,888)

i 67 ,259,495

Labette Health did not increase charge rates durj-ng 20L8, but raised its charge
rates by approximately 6. O perceni during 2OL7 . Total inpatient revenues
increase-d by 5.3 perc-ent duiing 2018. This increase was a result of a

i.o p".."nt increa"S in acute and ICU patien_t_days and a 1.7 percent increase in
.rrr"L.y patient days, which was partiJtfy lffset by an 18.7 percent decrease in
rehafiiilation ,rriu ' patient days. total inpatient revenues decreased by
i. O p.r."nt during 2017 . This decrease was a result of a 10.5 percent decrease
in acute and ICU iatient days, a 10.5 percent decrease in nursery patient days,
and a 4. G percenE d.ecrease in rehabilitation unit patient days. These decreases
in patient days were offset by the charge increases in 201-7.



LABETTE COUNTY MEDICAI CENTER

D/B/A LABETTE HEAITH

MANAGEMENTIS DTSCUSSION AI{D AI{AIYSIS - CONTINUED

Years ended December 31, 2018 and 2017

Outpatient revenues increased by 17.5 percent during 201-8 because of a
9.5 percent increase in outpatient registrations. Outpatient revenues increased
by :-4.4 percent during 201-7 because of charge rate increases and an 8.0 percent
increase in outpatient registrations. The change in physician services revenue
is primarily due to changes in the number of physicians working for Labette
Health.

Labette Heatth has agreements with various third-party payors that provide for
payments to it at amounts different from its establ-ished charge rates. These
differences are referred to as contractual adjustments. These adjustments are
affected by the mix of revenues as well as by increases in Labette Health's
charge rates relative to changes in rates paid by third-party payors.

The provision for bad debts and charity care write-offs combined represent
5.7 percent, 5.3 percent, and 5.9 percent of gross patient service revenue during
2O)-8, 2O!7, and 2016, respectively. These numbers are refl-ective of the current
heafth care environment in which an increasing number of patients are uninsured
or insured by plans requiring higher ouE-of-pocket expense covered by the
insured.

Employee salaries and wages increased by $g,685,929 or 12.9 percent during 201-8

and increased by i2,402,993 or 9.2 percenE during 201-7. The number of fuI1-time
equivalent employees increased by 49.47 (10.3 percenE) during 2018 and increased
by 41.38 (9.5 percent) during 20L7.

The cost of employee benefits egualed l-5.5 percent, L9.L percentt ?nd
20.1 percent of Jaliries and wages during 20a8, 20L7, and 201-6, respectively.
Varia-tions in employee benefit costs generally correlate with cl-aims experience
under Labette Health's self-insured emptoyee healEh insurance plan.

Supplies and other expenses increased by 10.8 percent during 2018 and increased
bf-g.3 percent during-2OL7. These changes are consj-stent with the patient volume
tiuctua-tions experiJnced by Labette Healt,h combined with Ehe general rate of
health care infl-ation.

Nonoperating revenues include sales tax revenues received from the Coulty. This
subsiay offsets losses incurred by Labette Health in operating the 1ocal
ambulair.ce service. Labette Health began receiving this subsidy in 2002.
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wendling lf,,*l'#
Certified Public Accountants and Management Consultants

REPORT OF INDEPENDENT CERTIFIED PUBI,IC ACCOUNTANTS

Board of Trustees
Labette County Medical Center

d/b/a Labette Health

we have audited the accompanying financial statements of the business-type
activity and the aggregate discretely presented component units of Labette County
Medical Center d/b/a Labette Hea1th, a component uniE of Labette County, Kansas,
as of and for the years ended December 31-, 2018 and 20L7, and the related notes
to the financial slatements, which coflectively comprise Labette Health's basic
financial statements as lisEed i'n the table of contents.

Managementt s ResPonsibility for the Financial StaEemenEs

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted
in the United States of America; this incl-udes the design, implementation, and
maintenance of internal control rel-evant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor' e ResponsibilitY

Our responsibility is to express an opinion on these financial statements based
on our ludits. We cond.ucted our audits in accordance with auditing standards

the United States of America and the
. Those standards require that we
onable assurance about whether the fi

free from material misstatement.

An audit invoLves performing procedures to obtain audit evidence about the
amounEs and disclosures in t.he financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of
malerial misstatement of the financial s atements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevanE
to the "itity's 

preparation and fair presentation of the financial statements in
order to design luait procedures that are appropriate in t,he circumstances, but
not for the purpose ofLxpressing an opinion on the effectiveness of the entity's
internal controt. accoidingly, we express no such opinion. An audit also
includes evaluating the appiopriateness of accounting policies used and the
reasonableness of significant aicounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.

opinion

In our opinion, the financial statements referred to prewJ-ously,present fairly,
in all miterial respects, the respectiv< financial position of the business-type
activity and the aggregate discretely presented component units of Labette County
Medical Center a/AIa iabette Healtli is of December 31, 2018 and 20L'7, and the
respective changes in financial position and cash flows for the years then ended
in -accord"rrce *Lth accounting principles genera1ly accepted in the United States
of America.
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Other Matters

Required supplementary information

Accounting principles generally accepted in the United States of America reguire
that management's discussion and analysis on pages 1 through 4 be presented Lo
supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is reguired by the Governmental- Accounting
Standards Board, who considers it to be an essential part of financial reporting
for placing the financial sEatements in an appropriate operational, economic, or
historical context.

We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the
methods of preparing the informat,ion and comparing the information for
consistency with management's responses to our j-nquiries, the financial
statements, and other knowledge we obtained during our audits of the financial
statements. We do noE express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Vr6a,*,t/*J.&"-rJhvw^-Lr-c.-
Topeka, -k"t 

"-sMay 21, 2Ol9
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I,ABETTE COUNTY MEDICAJ, CENTER

D/B/A LABETTE HEAI,TH

STATEMENTS OF NET POSITION

December 31,

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

20L8 20L7

CURRENT ASSETS
Cash and cash equivalents
fnvestments
Assets limited as to use
Patient accounts receivable, net of

a1l-owance for uncollectible accounts
of $4,544,055 in 2018 and $4,059,880
iD 2ol7

Due from Labette Health
Other receivables
Estimated third-party payor settlements
Inventories
Prepaid expenses

Total current assets

Labette
Health

$78,'736,1-79 $

L!2 ,505

g ,27O ,593

7,579,929
1_84 ,522

7-,476 , L35
451,437

Component
units

73
558, 965

105, 958

874

Labette
Health

$!2 ,337,420 $

Component
units

109
7L5 ,59L

9 ,78O ,288

1, L96 ,550
43O ,027

L ,572 ,7 58
264 ,1-50

24,975,2L3

2,779
L02,246

ASSETS LIMTTED AS TO USE
Internally designated for

assets
Under indenture agreement

trustee
By County for capital assets
Under loan agreement
By contributors for specific

operating activities

Less amounts required to meet current
obligations

CAP]TAL ASSETS, neI

OTHER ASSETS
Advances receivable
Other

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows on advance refunding

Total deferred outflows of
resources

ToLal assets and deferred
outflows of resources

37,81_L,4OO 655 ,87O

L0 ,042 ,823

11? 142

Lt09O,L44
29 ,778

533 ,440

820 ,725

capital

- held by
9,983,783

5 ,73O
948 ,54L

563,2L8 ),0 ,938 ,054

4,257

5LL,282

515,53377 ,246 ,77O

L\2 ,505

11, 133, 505

27 ,757 ,727

434,L43
30, 000

37 0 , 821_

370 ,82L

563,2L8

6 ,0L9 ,567

1_54,540

10 ,938 ,054

29 ,464,537

565 ,822
30, 000

515,533

6,435,522

L59 ,465

L59 ,465

7,93L,645

454 ,743 1,54 t 540

70,565,775 7,403,1_95

trotr oaa

55 ,973 ,526

408 ,552

408 ,562

fle L2:fr:E t-t4!:-,a21 S!jrl!?4!g

The accompanying notes are an integral part of these statements

$ 7,93L,64s



LIABTLITIES AND NET POSITION

2 018 201-7

CURRENT LIABILITIES
Current maturities of long-term

obligations
Accounts payable
Construction cosLs payable
Due to Labette Health
Accrued salaries, wages, and benefits
Accrued compensated absences
Accrued interest PaYable
Accrued health insurance claims
Estimated third-party payor settlements
Other current liabilities

Total current liabilities

LONG-TERM OBLIGATIONS, less current
maturities

Total liabilities

NET POSITTON
Net j,nvestment in caPital assets
Restricted

For debt service
Expendable for capital acquj-sitions
Expendable for specific operating

activities
Unrestricted

Total net Position

483 ,097

23,202,361- 5,'757,787

30 ,722 ,893 5 ,240 ,878

Labette
Health

$ 1, 059, 840
3 ,138 ,027

L ,228 , 504
L,202 ,L62

7L ,7 09
233,729
2s7,375
329,a86

7 ,s20,532

3,379,490

1_,O9O,L44

35,745,069

40,21,4,703

Component
units

l-13,406

369 ,691

Labette
Health

$ L ,267 ,933
3,318,533

7,089 ,407
1-,094 ,475

72 ,992
3L6 ,629

53 ,327
332 ,621

7 ,545 ,917

Component
units

9A ,209
3,387
5 ,97]-

397,756

498,323

5 ,894 , O53

5,392,3753L ,058 ,260

29,2'76,834

1,23 ,320

4,25]-

5tt ,281-
900 ,41-7

L ,752 ,3!7 35 ,3]-3 , 928 1- ,539 ,269

23,522,343

(L48,254) 5, 088, 553

29,778
948 ,541

533 ,440
747,353

TOTAL LIABII,ITIES AND NET POSITION $7O,937,595 $ 7,403,195 $55,382,L88 $ 7,93L,545



LABETTE COT'NTY MEDICAL CENTER

D/B/L LABETTE HEALTH

STATEMENTS OF REVENUES, EXPENSES, AND CHAI{GES fN NET POSTTION

Year ended December 31,

20]-8 20a7

Operating revenues
Net patient service revenue
other

Total operating revenues

operating expenses
Salaries and wages
Employee benefits
Supplies and other
Depreciation and amortization

Total operating exPenses

operating income (Ioss)

Nonoperating revenues (e><penses)
Ambulance subsidy
Investment. income
Interest expense
Noncapital grant and contributions
Other

Total nonoPerating revenues
(expenses)

Excess of revenues over (under)
expenses before grants,
contributions, and sales tax
revenue restricted for caPital
purposes

Capital grants and contributions
Sales tax revenue restricEed for

eapital purchases

change in net Position

Net position at beginning of Year

Net posj-tion end of Year

Labette
Health

$67,259,495
7 ,992,]-65

75 ,251,66O

32 ,343 ,968
5 ,3'.73 , 945

29 ,936 ,305
4,776,589

72 ,430 ,8O7

2,82O ,853

Component
units

Labette
Health

component
units

I , L49 ,847

l-, 053, 091_
206,793

- $50 ,023,367
9L7,579 5,523,3'13

9L7,679 65,545,740 a,749,847

7LL,892
4L6 ,955

28 ,6s8 ,039
5 ,4gt , L43

27,01-5,L40
4,669,775

L,728 ,847 65 ,824 , 097 L ,259 ,884

292,492
109, 535

(9sr-,319)
397,538

1,500, 100

(2l.7 ,768)

(1-9 ,9t0)
(\40 ,949)

(4 ,925)

(1-65,784)

722 ,643

2'13 ,5O5
54,049

(1- ,235 ,275)
a54,374

(8,796)

(110, 037)

115,381
(97 ,353)

L5,274

1,,348,446 (762,986) 34,302

4 , L69 ,299
357 ,]-26

370,3s0

(376,952) (4O,343)
570,540

382 ,303

(7s ,73s)

4,900,775

35 ,31-3 ,928

s40 ,2L4,703

(37 6 ,952)

7_ ,539 ,269

$ !,L52,3L'7

1_ ,0!2 ,50o

34,3OL,428

s35 ,373 , 928

(75,73s1.

1, 515, 004

$ 7,539 ,269

The accompanying notes are an integral part of these statements



I,ABETTE COUNTY MEDICAI CENTER

D/B/A LABETTE HEAITH

STATEMENTS OF CASH FLOWS

Year ended December 31-,

20L8 201-'1

Cash flows from operating activities
Receipts from and on behalf of patients
Payments to or on behalf of employees
Palments for supplies and services
Other recej-pts and payments

Net cash provided bY
operating activities

Cash flows from noncapital financing
activities

Ambulance subsidy
Noncapital grants and contributions
other nonoperating receipts

Net cash provided by
noncapital financing
activities

Cash flows from capital and related
financing activities

Acquisition of capital assets
Proceeds from issuance of construction

note payable
Repayments of construction note

payable
Capital lease obli-gations incurred
Proceeds from note payable
rssuance of long-term obligations
Repalrments of long-term obligations
Palment to extinguish debt
Payment of bond issuance costs
rnterest paid
Capital grants and contrj-butions
Proceeds from sale of capital assets
Sales tax revenue restricted for

capital purchases

Neb cash used by caPital and
refated f inancing activities

Cash flows from investing activities
Changes in

Assets held by trustee
Assets restricted by contributors
Investment,s

Investment income received

Net cash provided (used) bY
investing activities

Net, change in cash and cash equivalents
Cash and cash equivalents at beginning

of year

Cash and cash equivalents at end of year

$ - $50,41s,280
(33 ,'7 93 ,593)

(71-s,583) Q6,667,952)
920,'7L0 6,L21-,477

Labette
Health

$67 , 5]-8 ,'143
(37 ,554 ,029)
(29 ,86L ,89e)

I , L78 ,7lL

Component
uni-ts

Labette
Health

Component
units

$-
(1,048,980)

1- ,1-41- , 683

8 ,32L ,52'.7 205 ,027

293 ,178
392 ,962

1, 0oo, 000

6 ,08L ,2O2 92 ,7 03

276,546
389 ,552

1-,586,L40

(2 ,683 ,667)

833,593
226 ,724

(a,588 ,492)

(9a4 ,86L)
350 , 8'7 9

100

370,350

(3 ,395 ,27 4)

(107,413)

87 ,425

(19, 988)

565 ,098

(34, s05) (3 ,2O3 ,2L6)

(114,07s)

(t4o ,949)

1s, 000, 000
(7,292,220)

(L9 , s13 ,2L6)
(24O , O00)
(813,888)
675 ,908

382,303

19 , 064 ,329)

(4,s09,080)

4 ,321- ,7 66

(5,ooo,ooo)

6,000,000
(14,738)

(176,755)

(378,2O7)(289,s30)

(4s,253)
92 ,564
44 ,1-56

3 ,45O ,5].2

49 ,457

(77,368)
2O7,AA4

80, t-07

6,s92,405

23 ,248 ,503

5, 950

363,211

3, s00,059

1, r-83 , 040

22,065 ,463

21-O ,623

(74,881)

438, 098

97,453

t22-,_g!er2_g_g_ f____I_qrl_qz s23,248,so3 i 353,2L7

The accompanying notes are an integral part of these statements.
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I,ABETTE COUNTY MEDICAI CENTER

D/B/A I,ABETTE HEAITH

STATEMENTS OF CASH FLOWS - CONTfNUED

Year ended December 31,

Reconciliation of cash and cash
equivalents

Cash and cash equivalents
Cash included in assets limited as

to use
Internally designated for capital

assets
By County for caPital assets
Under loan agreement
For specific operating activities

Total cash and cash equivalents

Reconciliation of operating income (Ioss)
to net cash provided by oPerating
activities

operating income (loss)
Adjustments to reconcile operating

income (loss) to net cash Provided

Patient accounts receiwable
other receivables
Pledges receivable
Advances receivable
Estimated third-party Payor

settlements
Inventori.es
Prepaid expenses
Accounts payable and accrued

expenses

Net cash provided bY oPerating
activities

201-8 20L7
Labette Component Labette Component
Health units Health units

$18,736,L79 $ 73 $12,331 ,420 $ l-09

10, 014, 585
1 aon 1t-t

g ,968 ,542
948 ,54]-

29 ,'778
340,3!5

4,257
358, 8s7

(8 ,872,728)
2 , L7 9 (4OL ,896) (2 ,77 9)

852
(49 ,57s)

(388, 835)
(L9O,1,27)

(874) 49,239

(5, 985)

$29,84O,9O8 i 370,L57 $23,248,s03 $ 363,2L7

s 2,820,8s3 $ (Zrr,ree1 $ 722,543 $ (11-0,037)

by operating activities
Oepreciation and amortizaEion 4,776,589 476,955 4,659,775 206,793
Provision for bad debts 1-1-,21'4,552 9,653,476

Changes in
(17 ,304 ,857)

:-25 ,546

13]-,679

449 ,553
95 ,533

(787,287)

1-97 ,256 (2 , 91-7 ) 8e9 ,224 4,LLL

s 8,32L,527 $ 2O5,027 $ 6,08L,202 $ 92,7O3

The accompanying notes are an integral part of these statements.

10



I,ABETTE COUNTY MEDICAL CENTER

D/B/A LABETTE HEAITH

NOTES TO FINANCIAL STATEMENTS

December 31, 2OaB and 201-7

NOTE A - DESCRIPTION OF REPORTING ENTITY A}TD SUMMARY OF SIGN]FICAI{T
ACCOUNTING POI,ICIES

1. Reporting entitY

Labet,te Coqnty Medicaf Center d/b/a Labette Heal-th is owned by Labette County,
Kansas (the County), and governed by a nine-member Board of Trustees appointed
by the Board. of -County EommissionLrs of the County. LabetEe Health is a
gi-bed, not-for-profit general hospital focated in Parsons, Kansas. Labette
Health can sue and Ue sued and can buy, seII, or lease real property. Bond
issuances must be approved by the County. Labette Health is a component unit
of the CountY.

in Note A2 are included in Labette HealEh's
nature and significance of their relationships

The component units discussed
reporEing entity because of the
with Labette Health.

2. Component units

The financial- statements incl-ude the financial- data of the aggregate
discretely presented component units described befow. The component r:nits are
reported le-parately to ehphasize that they are 1egaIIy separate from Labette
Health.

Labette HealEh Found.at.ion, Inc. (the Foundat,ion) , is a not-for-prof it
corporation formed to receive, invest, and disburse funds received for the
nenitit, support, and maintenance of Labette Health. The Foundation is
administer"a Uy a Board of Directors, of which four members are appointed by
Labette Heatth's Board of Trustees.

Labette Health Regional Partnerships, Inc. (LHRP), is a not-for-profit
corporation formed to establ-ish, maintain, operate, and support both within
f,abette County, Kansas, and in the surrounding region, facilities and services
providing freiftn care, or health and wellness qupport,_.for sick, injured,-aisabled, or aged persons. LHRP is administered by a five-member Board of
Directors of wiicfr-three members are rppointed by Labette Health's Board of
Trustees.

Southeast Kansas Regional Health, Inc. (SEKRH) , is a not-for-profit
corporation formed to establish, maintain, operate, and support both within
Monigomery County, Neosho County, and.Labette County, Kansas, and in the
surr5unaing region, facilities and services providing health care, or health
and wellneis support, for sick, injured, disabled, or aged persons. SEKRH is
administered by -a ten-member Board of Directors of which five members are
appointed by Labette Health's Board of Trustees'

3. Use of estimates

The preparation of financial statemenEs in conformity with generally accepted

""""i,"tirrg 
principles requires management to make estimates and assumptions

that affect the r3ported imounts of assets and fiabitities and disclosure of
contingent assets ind liabilities at the date of the financial statements and
the relorted amounts of revenues and expenses during the reporting period.
Actual results could differ from these estimates.

1l-



LABETTE COUNTY MEDICAL CENTER

D/B/A LABETTE HEALTH

NOTES TO F]NANCIAL STATEMENTS - CONTINUED

December 31, 2018 and 2017

NOTE A - DESCRIPTION OF REPORTING ENTITY AND
ACCOUNTING POLICfES - Continued

SI]MMARY OF SIGNIFICANT

4. Basis of accounting

Labette Healt,h and its component units use enterprise fund accounting.
Revenues and expenses are recognized on the accrual basis using the economic
resources measurement focus.

5. Cash and cash equivalents

Labette Health and its component units consider a1l- cash and invested cash to
be cash equivalents, excluding any assets limited as Eo use under bond
indenture agreements held by a trustee and items classified as investments by
the Foundation.

6. Al-lowance for uncollectible accounts

Labette Health provides for accounts receivable that could become
uncollectible in the future by establishing an allowance to reduce the
carrying value of such receivabl-es to their estimated net realizable val-ue.
labelte Heatth estimates this atlowance based on the aging of its accounts
receivable and its historical col-lection experience for each tlpe of payor.

7. fnventories

Inventories are stated at the ]ower of cost or market with cost determined on
the average cost method.

8. Investments and investment income

InvesLments i-n debt
Interest, dividends,
investments in debt
revenues when earned.

9. Assets limiEed as

and equity securities are reported at fair val-ue.
and gains and l-osses, both realized and unrealized, on
and eguity securities are included in nonoperating

Eo use

Assets limited as to use include assets set aside by the Board of Trustees for
replacement of capital assets or for purchase of additional capital assets,
ovEr which the goird retains control and may, at its discretion, suJrsequently
use for other purposes; assets held by a trustee under bond indenture
agreements; asset" restricted by the County for capital asset acquisitions;
aisets restricted as to use by loan agreements; and assets restricted by
contributors for a particular purpose. Amounts thaE are reguired for
obligations classified as current liabilities are reported in current assets.

10. Capital assets

Capital assets (including assets recorded as capital leases) are stated at
coit. Depreciation and amortization of capital assets are provided on the
straight-iine method over the estimated useful- fives of the assets which are
su5stintially in conformity with the guidefines established by the American
Hospital Association.

L2



LABETTE COUNTY MEDICAL CENTER

D/B/A I,ABETTE HEAITH

NOTES TO FINANCIAI STATEMENTS - CONTINUED

December 31, 2OtB and 2OL7

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SI]MMARY OF STGNIFICAI{T
ACCOUNTTNG POLICIES - Continued

The costs of maintenance and repairs are charged to operating expenses as
incurred. The costs of significant additions, renewals, and betterments to
depreciable properties are capitalized and depreciated over the remaining or
ex-tended estimated useful lives of the item or the properties. Gains and
losses on disposition of capital assets are included in nonoperating revenues
and expenses.

11. Costs of borrowing

Interest costs (including amortization of original issue premiums and
discounts, and of deferred outflows on advanced refunding) incurred on
borrowed funds during the period of construction of capital assets are
capitalized as a component of the cost of acquiring those assets. Original
issue premiums and discounts and deferred outflows on advance refunding
associated with issuance of long-term debt are amortized using the inEerest
method over the Eerm of the related debt. OEher costs incurred to issue long-
term debt are expensed in the period incurred'

L2. Grants and contributions

From time to time, Labette Health and its component units receive grants and
contributions from individuals and private organizations. Revenues from
grants and contributions, including contributions of capital assets, are
iecognized when all eligibility requirements, including time requirements, are
met. Grants and contributions may be restricted for either specifj-c operating
purposes or for capital purposes. Amounts that are unrestricted or that are-restricted to a ipecific operating purpose are reported as nonoperating
revenues. Amounts restricted to capital acguisitions are reported after
nonoperating revenues and expenses.

l-3. Restricted resources

When Labette Heatth and its component units have boUh restricted and
unrestricted resources available to finance a particular program, their policy
is to use restricted resources before unrestricted resources.

L4. Accrued health insurance claims

Labetste Health is self-insured for health insurance cl-aims of its employees.
ManagemenE estimates Lhe net tiability for reported and unreported cl-aims
incuired as of the end of each reporting period. These estimates are based on
known cl-aims and historical claims experience.

Management bel-ieves thaE estimaEes for accrued health insurance claims are
reasonable. However, it is possible that actual incurred claims expense may
vary significantly from the Lstimate included in the accompanying financial
statements.

l-5. Deferred outflows of resources

Deferred outflows of resources represent a consumption of net position that
applies to a future period and so wifl not be recognized as an expense or
expenditure until then.

13



NOTE A

I,ABETTE COUNTY MEDICAL CENTER

D/B/A LABETTE HEATTH

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2018 and 2017

DESCRTPTION OF REPORTTNG ENTITY AND SIIMMARY OF SIGNTFICANT
ACCOUNTING POLICIES - Conlinued

1,6. Net posiEion

Net position of Labette Heal-th and its component units j-s classified in three
components. "Net investment in capitaf assets" consists of capital assets net
of accumulated depreciaEion reduced by the balances of any outstanding
borrowings used to finance the purchase or construction of those assets.
"Restricted expendable net position" is noncapital net position Ehat must be
used for a particular purpose, ds specified by creditors, grantors, or
contributors external to Labette Health and its componenL units, incl-uding
amounts deposited with trusEees as reguired by indenture agreements.
,tUnrestricted net position" is remaining net position that does not meet the
definitions of the other two components of net position.

1-7. OperaLing revenues and expenses

Labette Healthrs staEement of revenues, e>qpenses, and changes in net position
and those of its component units, distinguish between operating and
nonoperat,ing revenues and expenses and those of its component units.
Oper-ting revenues result from exchange transactions associated with providing
hEalth care services, which is Labette Health's principal activity.
Nonexchange revenues, including noncapital grants and contributions and the
noncapital ambulance subsidy, are reported as nonoperating revenues.
operating expenses are all expenses incurred to provide health care services,
other than financing costs.

18. Net patient service revenue

Net patient service revenue is reported at established charges with deductions
for discounts, charity care, contractual adjustments, and provision for bad
debts, including est,imated retroactive adjusEments under reimbursement
agreements with third-party payors. ReEroactive adjustmenEs are accrued on an
eltimated basis in the period the related services are rendered and adjusted
in future periods as final settl-ements are determined.

19. Charity care

Labette Health provides care to patients who meet certain criteria under its
charity care policy without chaige or at amounts less than its established
rates. Because Labette Health does not pursue collection of amounts
determined t,o gualify as charity care, they are not reported as revenue.

20. Income taxes

Labette Health is exempt from federal income taxes pursuant to Sections 115
and 501(a) of the Internal Revenue Code.

The Foundation is a not-for-profit corporation as described in
Section 501(c) (3) of the Internal Revenue Code and is exempt from federaf
income taxes on its rel-ated income pursuanE to Section 501 (a) of the Code.

LHRp is a not-for-profit corporation as described in Section 501(c) (3) of the
Internal Revenue Code and is exempt from federal income Eaxes on its related
income pursuant to Section 501(a) of the Code.

L4



LABETTE COUNTY MEDICAL CENTER

D/B/A LABETTE HEAITH

NOTES TO FINAIICTAL STATEMENTS - CONTTNUED

December 31, 20LB and 2Ol7

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF SIGN]FICAI\TT
ACCOITNTING POLICIES - Continued

SEKRH is a noE-for-profit corporation as described in Section 501(c) (3) of the
Internal Revenue Code and is exempt from federal income taxes on its related
income pursuant to Section 501(a) of the Code.

2J-. Subsequent events

Labette Heal-th and its component
through May 2L, 20l-9, which is
available to be issued.

22. Reclassifications

units have evaluated subsequent events
the date the financial statements were

Certain reclassifications have been made to the 2017 financial statemenLs to
conform to t,he 201-8 presentation.

NOTE B - NET PATIENT SERV]CE REVENUE

Labette Health has agreements with third-party payors thaE provide for
payments to it aE amounts different from its established charge rates. The
amounLs reported on the statements of net position as estimated third-party
payor settlements consist of the estimated differences between the contractual-
amounts for providing covered services and the interim payments received for
those services. A summary of the payment arrangemenEs with major third-party
payors f oLl-ows:

Medicare - Inpatj-ent acute and rehabilitat,ion care services rendered to
Medicare program beneficiaries are paid at prospectively determined rates
per discharge. Outpatient services are paid at prospectively determined
rates per occasion of service. Physician services, other than rural
health clinic (RHC) services, rendered to Medicare program beneficiaries
are paid based on a prospectively determined fee schedul-e. The
prospecEively determined rates vary according to patient classification
systems that are based on c1inica1, diagnostic, and other factors. RHC
physician services are paid based on cost reimbursement methodologies.
LaLette Health is paid for cost reimbursabfe and other items at tentaEive
rates with final settlement determined after submission of annual cost
reports by Labette Health and audits or reviews thereof by the Medicare
administritive contracEor. Labette Health's classification of patients
under the Medicare program and the appropriateness of their admission are
subject to an independent review by a peer review organization. Labette
Health,s Medicare cost reports have been audited or reviewed by the
Medicare administrative contractor through December 31, 20]-6.

Labette Health is gualified under the Medicare program to receive special
Iow-volume add-on pLyments for inpatient services. These palments totaled
approximaEely $J-,020,000 and $810,000 during the years ended December 31,
2018 and 2O!7, respectivelY.
Labette Health is cl-assified as a sole community hospital (SCH) under the
Medicare program. As a result, i-ts inpatient operating diagnosis refated
group (DRG) payments are based on its hospital-specific operating DRG rate
*trich i-s substantially higher than the federal operating DRG rate upon
which those payments would be based if the Hospital did not have SCH

status. ThJ benefit of SCH status was approximately $1,950,000 and
$1,550,000 during the years ended 2018 and 20A7, respectively.
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LABETTE COUNTY MEDICAL CENTER

D/B/A LABETTE HEALTH

NOTES TO FINANCTAI STATEMENTS - CONTINUED

December 31, 20L8 and 20]-7

NOTE B - NET PATIENT SERVICE REVENUE - CONEiNUCd

Medicaid - Inpatient acute and rehabilitation care services rendered to
Medicaid program beneficiaries are paid at prospectively determined rates
per dischlrge. These raEes vary according to a patient classification
Eystem that is based on clinical, diagnostic, and other factors. Al-1
olher services rendered to Medicaid beneficiaries are paid at prospective
rates determined on a fee-for-service basis.

The Kansas Medicaid program provides additional payments to qualifying
providers under a reimbursement formu1a that incorporat,es uncompensated
iare costs, Kansas Medicaj-d utilization, public support of Ehe provider,
and. other factors. Labette Health qualified for t.hese disproportionate
share palrments during both 2018 and 2017.

Blue Cross and BIue Shield - A11 services rendered to patients who are
insured by Blue Cross and Blue Shiel-d are paid on the basis of
prospectively determined rates per discharge or discor:nts from established
charges.

Labette Hea1th has also entered into payment agreements with certain
commercial insurance carriers and preferred provider organizations. The
basis for payment to Labette Health under these agreements includes
prospectively determined rates per discharge, discounts from established
charges, and prospectively determined daily rates.

A summary of gross and net patient service revenue follows:
20t8 20]-7

Gross patient service revenue
Contractual adj ustments
Provision for bad debts
Charity care

Net patient service revenue

i 209,381,939
(l_28,036,004)
(La,214 ,552)
(2,87L,888)

$67 2s9 495

s l-82,
(1r_0 ,

(e,
(1,

443,
957 ,
6s3,

629
80s)
4'.? 6)
e81 )808

$ 50 , 023 ,367

Revenue from the Medicare and Medicaid programs accounted for approximately
34 percent and 5 percenL, respectively, of Labette Heafth's net patient
s"ririce revenue duiing 20L8, and 36 percent and 6 percent., respectively, of
Labette Health's neC patienL service revenue during 20]-7. Laws and
regulations governing th- Medicare and Medicaid programs are extremely complex
anl subject to interpretation. As a resul-t, there is at least a reasonable
possibility that recorded estimates will change by a materi-al amount in the
near term.

NOTE C - DEPOSITS WTTH FINANCIAL INSTITUTIONS

Kansas statutes authorize Labette HeaLth with certain restrictions, to deposit
or invest in open accounts, time deposits, certificates of deposit, repurchase
agreements, U.S. Treasury bil1s and notes, and the State Treasurerrs
ii.vestment pool. Kansas statutes also require that collateral be pledged for
bank deposils with a fair value egual to 100 percent of the uninsured amounts
and must be assigned for the benefit of Labette Health.

l-5



I,ABETTE COI'NTY MEDTCAI CENTER

D/B/A LABETTE HEAITH

NOTES TO FINANCIAI STATEMENTS - CONTINUED

December 31, 201-8 and 2017

NOTE C - DEPOSITS WITH FINANCIAI INSTITUTIONS - CONtiNUCd

Ag December 31, 2O!8, the carrying amount of Labette Health's bank deposits,
including certificates of deposit, was $29,840,508 and the bank bal-ances were
$30,449,827. Of the bank balances, $2,385,372 was covered by federal
depository insurance and $28,063,953 was covered by collateral held by third-
party banks, but not registered in Labette Health's name. A total of $492 was
unsecured at December 31 , 20]-8.

NOTE D - ASSETS LIMITED AS TO USE

The composition of Labette Health's assets Limited as to use is
20L8

$ 195, 514
9 ,8A9 , 07L

28 ,238

$ Lo ,042,823

$ 113, 143

$ 1,090, 144

limited as

20L8

29,778

52 ,654
287 ,662
]-41,542

5L,582

$ 533,440

as follows:
20]-7

$ L94,8L6
9,'773,726

L5,24L

$ 9,983,783

$ 5,730

$ 948,541

use is as

201,7

$ 4,25]-

s 7L,999
286 ,858

96,279
55,L46

$ 5L)- ,282

InternaLly designated for capital assets
Cash
Certificates of deposit
Accrued interest receivable

Under indenture agreement - held by trustee
Cash and money market funds

By County for capital assets
Cash

The composition of the component units' assets
follows:

Under loan agreement
Cash

By contributors for specific operating
activities

Cash
CertificaEes of deposit
Eguity mutual funds
Pledges receivable '

to

1,7



NOTE E - INVESTMENTS

The component units'
their investments i-s

LABETTE COUNTY MEDICAL CENTER

D/B/A LABETTE HEAITH

NOTES TO FINANCIAI STATEMENTS - CONTINUED

December 31, 20L8 and 201-7

investmenEs are stated at fair val-ue.
as follows:

The composition of

Money market funds
Common stocks
Equity mutual funds
Fixed income mutual funds

Common stock
Mutual funds

common stock
Mutual funds

201,8

$ 23,081
86 ,159

a7 4 ,532
27 5 , 1_93

20L7

$ 15, 5',82

1,20 ,630
282 , L69
297,l.]-0

$ 558, 955 i 71,5 ,59L

NOTE F - FAIR VAIUE OF FINA}JCIAL INSTRUMENTS

Fair value is defined as the price that, would be recej-ved to seLl- an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date. Fair value is determined according to a
hierarchy that gives highest priority to use of observable inputs and lowest
priority to use of unobservable inputs. These inputs are described as
follows:

Level- 1 inputs are unadjusted guoted pri-ces for identical assets or
liabiliEies in active markets.

Level 2 inputs are other than guoted prices included within Level 1 that
are observable for the asset or liability, either directly or indirectly.

Level 3 inputs are unobservable, supported by l-ittle or no market
activity, and are significant to the fair value measuremenE.

The assetrs or liability's fair value measurement level- within the fair val-ue
hierarchy is based on the lowest leveL of any input that is significant to the
fair val-ue measurement. The following is a description of the valuation
methodologies used for assets measured at fair value on a recurring basis:

Mutual funds and common stocks are va1ued at unadjusted guoted prices for
identicaL securities in act.ive markets.

The foll-owing tables set forth, by 1eve1, the component r:nits' assets measured
at f air val-ue on a recurring basis:

December 31, 2018
Level 1

$ 85, 159
597 ,257

$ 577,425

Level2 Leve13 Total

$ - $ 577,426

December 31, 2OL7
Level 3 Total

$ 85,1se
591,257

.Leve1 l-

$ 120,530
57 5 ,558

$ 795,188

18

$ 120,630
575 ,558

$ 795, 188

Level 2



I,ABETTE COI,]NTY MEDICAL CENTER

D/B/A LABETTE HEAI,TH

NOTES TO FINA}TCIAI STATEMENTS - CONTINT'ED

December 31, 2018 and 2017

NOTEG-CAPITAIASSETS

Capital asset additj.ons, reEirements, and balances for Labette Health are as
follows:

20L8
Transfers

and
retirements

Ending
balance

Land
Buildings
Fixed equipment
Major movable equipment

Totals at historical cost
Less accumulated

depreciation and
amortization

Buildings
Fixed equipmenE
Major movable

equipment

Construction in progress

Capital assets, net

Irand
Buildings
Fixed equipment
Major movable equipment

Totals at historical cost

Less accumulaEed
depreciation and
amortization

auildings
Fixed eguipment
Major movable

equipment

Construction in

Capital assets,

progress

net

Begirrring
balance

I 849,026
55 ,89O , 471-
9,755,03O

2L,97L,L70

88 ,4'75 ,697

Additions

$-
]-52 ,773

98 ,527
!,049 , gag

1, 310, 319

$ - i 849,025
222 , 927 56 ,27 6 , !7L
102,993 9 ,966 ,650

(728 ,896) 22 ,897,a93

L97,024 89,983,O40

38,308,742
I ,326 , 95O

(1-,027,424) ]-5,280,69]-

(7 ,027 ,424) 52 ,9].5 ,393

35,958, 788
8, 019,350

15, 189, 080

59,L67 ,228

29 ,308 , 459
155, 068

$ 29 ,464 ,537

2 ,349 , 954
307, 500

2 , tL9 ,035

4,'776,589

(3 ,466 ,27O)
4,759 ,460

$ (2,306, 810 )

7. ,224 , 448
(L ,224 ,448)

$-

27 ,065 ,547
91, 080

$ 27 ,757 ,'727

20L7

Begirrning
balance

$ 849 ,025
55,876,787

g ,536 ,834
20 ,'175 ,694

87 ,138 ,34L

33 ,464 ,236
7,59L,752

L5,368 ,546

56 ,524 , 634

30,6]-3,707
LsL ,27 9

i 3O ,754 ,986

Additsions

t-
13 ,684

115, 096
765,375

894,15s

2,494,552
327,508

L,847 ,6L5

4,669,775

(3 ,775 ,620)
2,483 ,967

$ (1,291,553)

Transfers
and

retirements

t-

13, 100
430, 101

443,20!

(2,O27,l.81)

(2 ,027 , Lgl)

2,47O,382
(2,479,a78)

$ (8,795)

Ending
balance

$ e49 , 026
55 ,890 ,47!
9,765,O30

2L,97L,L70

88 ,475 ,697

35,958,788
8, 019, 350

15, 189, 080

59,a67,228

29 ,3O8 , 469
155, 058

t9

s 29 ,464 , s37



LABETTE COUNTY MEDICAIJ CENTER

D/B/A LABETTE HEATTH

NOTES TO FINAI{CTAI STATEMENTS - CONTINUED

December 3L, 2018 and 2017

NOTE G - CAPITAI ASSETS - CONIiNuCd

Construction in progress for Labette Health at December 31, 20L8, consists
primarily of costs incurred to date for various renovations to Labette
Health,s facifities and equj-pment purchased but not yet placed in service.
At December 31, 20]-8, Labette Health's outstanding commitments for capital
assets hrere approximately $227 ,000.
Capital asset additions, retirements, and balances for the component units are
as follows:

2 018

Additions

s-$

Transfers
and

retirements
Ending
balance

$ 352,832
985 ,822

4 ,329 , 41-1-
L , 045 ,25O

Land
Land improvements
euildings
Fixed equipment

Totals at hist.orical cost
Less accumulated

depreciation and
amortizaEion

Land improvements
Buildings
Fixed equipment

Capital asseEs, net

Irand
l,and improvements
Buildings
Fixed equipment
Major movable eguipments

Tota1s at historical cost
Less accumulated

depreciaEion and
amortizati.on

Land improvements
uuildings
Fixed eguipment
Major movable

equipment

Construction in

Capital assets,

progress

net

276,803

$ 5,435,s22 $ (415,9ss)

Beginning
balance

$ 352,832
985 ,822

4 ,329 ,41L
L , O45 ,260

6,7A3,325 a 11a aa<

3 0, 7:18
2L2,843
33,242

53 ,955
28L,367

71_,523

4]-6 ,955

94,683
494,21-O
104, 865

593,758

$ 6,0!9 ,557

20L't

Beginning
balance

$ 19, 099

39L,099

L,375

411-,573

Additions

$-

1,2,800

12,800

Transfers
and

retirements

$ 333,733
985 ,822

3 ,938 ,3L2
1,032,460

(1,375)

5 ,288 , 952

(L,37s)

Ending
balance

$ 352,832
985 ,822

4 ,329 ,41-L
L , O45 ,250

6 ,'713 , 325

30, 718
2!2,843
33,242

70, 010

7,3'75

30, 718
L42,833

33 ,242

7L,385 206,793

340 , 188 o93 ,993')
2,!5a,003 4,!29,324

$ 2, 501, 191 $ 3, 935, 331

(1,375)

6,290,327
(6,29O,327)

$-

276,8O3

6 ,436 ,522

s 5,436,522

20

$-



LABETTE COUI{TY MEDICAI CENTER

D/B/A LABETTE HEAITH

NOTES TO FINANCIA], STATEMENTS - CONTINUED

December 31, 201-8 and 2OL7

NOTE H - ADVANCES RECEIVABLE

Labette Health has determined that recruitment of physicians to serve the
residents of Labette CounEy is in the best interest of Labette Health, its
patienEs, and the community, and will enable Labette Health to enhance its
ability to meet the healEh care needs of the community's residents. To
accomplish this, Labette Heafth has entered into agreements with certain
physicians to provide them with financial- assistance as an inducement for them
to establish medical practices in Labette Health's service area. In return,
the physicians agree to provide professional services for the residents of
parsoni and Labette County over periods varying from tshree to six years. The
financial assistance is rendered in the form of contractual liguidated damages
clauses which require liquidated damages to be paid Eo Labette Health if the
service obligation is not met. Upon establ-ishment of Eheir practices,
principal or liguidated damages and the accumulaEed interesE on loans are
forgiven ratably over the reguired service periods. If the physicians do not
estitrlisn a medical practice, or if they Leave the community prior to
completion of the service obligation, they will be requi-red to repay any
unpiid or unforgiven principal and accumulated interest on the loans, or
liquidated damages, as applicable.

LabetLe Health,s future exposure to credit l-oss on these agreements is
dependent upon the performance of the physicians under these agreements.
Outstanding commitments for future advances were approximately $134,000 at
December 31, 20a8.

NOTE I - HEAI,TH INST'RANCE CLAIMS

Labette Health sponsors a self-insured employee health insurance plan.
Labette Health hal reinsured a portion of its risk for health insurance claims
of its employees. The reinsurance arrangement generally covers claims
totaling o.rer-gl-Oo,O00 for each covered individual on an annual basj-s. The
reinsurince arrangement also covers aggregate annual claims of the plan in
excess of an amount determined in relation to the number of individuals
participating in the plan during the year. Covered employees also provide
i"rt ot-Ehe funds to ply claims Ehrough monthly contributions at predetermined-rates. Labette Health has retained an agent to process and settle claims.

The fol-lowing is a summary of the activity under this arrangement:

2018 201,7

Estimat,ed net health i-nsurance claims
payable at beginning of Year

Provision for emPloyer's share of
incurred cLaims and related expenses
for the year, net of anY reinsurance
proceeds

Particj-pant contributions
Pa)rments made for claims and related

expenses

Estimated net health insurance claims
payable at end of Year

$ 3]-6,629 $ 304,583

2 ,2L3 ,489
l,072 , 488

(3,368,877)

i 233,729

2 , 67-5 ,37 6
l-, oo6, 980

(3,510,410)

$ 31-6 ,629
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December 31, 20aB and 2OL7

NOTE J - LONG-TERM OBLIGATIONS

Long-term obligations of Labette Health are

3.55? Labette County, Kansas Hospital
Refunding Revenue Bonds, Series 2016;
issued on December 29, 201,6, in the
original amounE of $9 ,021-,000; due
serially through September 1, 2036,
with principal pa)rments begir:ning on
February 1, 201-7

3.80? Labette County, Kansas Hospital
Refunding Revenue Bonds, Series 201-7;
issued on January 26, 2Ol7 , in the
original amount of $l-5,000,000; due
seri-al1y through September 1, 2036,
with principal payments beginning on
March 1-, 2Ol7

5.00? note payable to FirstOak Bank,
original amount of $226,724, payable
in monthly installmenEs of $3,272
including interest, through Feburary 1,
2026, coll-ateri-zed by egui-pment
and buj-lding improvements

Capital lease obligations; imputed
interest raEes from 2.232 Eo 5.00t;
collateral-ized by leased equipment
with an amortized cost of $1,566,427
at December 31, 20]-8

Less current maturities
Long-term obligations, less current

maturities

LABETTE COU}iTY MEDICAI CENTER

D/B/A LABETTE HEAITH

NOTES TO FINANCIAL STATEMENTS - CONTINUED

summarized as foll-ows:

2 018

$ 8, 715, 000 $ 8, 877,000

14 ,444 ,000 ]-4,757 ,0OO

r'76,724

926 ,477

24 , 252 ,2OL
1, 059, 840

$ 23 , 202 ,361-

201,7

L ,156 ,27 6

24 ,7 9o ,27 6
7- ,267 , 933

$ 23 ,522 ,343
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I,ABETTE COUNTY MEDICAI CENTER

D/B/A I,ABETTE HEAITH

NOTES TO FINANCIAT STATEMENTS - CONTINT]ED

December 31, 2O]-8 and 2Ol7

NOTE ,f - LONG-TERM OBLIGATIONS - Continued

The following is a summary of changes in long-term obligations for Labette
HeaIth:

Hospital Tota1
revenue long-term

bonds obliqations

Outstanding at ,fanuary 1, 2077
obligations incurred
Principal payrnents
Debt extinguished
Amortization of bond prenium

Outstaniling at December 37, 201-7

obligations incurred
Principal payments

Outstanding at December 31t 201-8

capital
lease Note

obligations payable

$ 2,067,496 $

(905 ,220],

7,756 ,27 6
833, 693

(L, 063 ,492)

- 23,634,000 24,790,2'75
226,'724 7,060,47'l
(5O,OO0) (47s,000) (7,s89,492l,

$23,159,000 $24,262,20L

$27,853,001
15,000,000

(387,000)
(18,840, s04)

(1- , 497 )

$29 ,924 ,49'7
l_5, 000, 000
(1,292,220l.

(18,840,504)
(7,497)

s 926 , 4'7'7 I 7'7 5 ,'724

On July 1-9, 2007, the County issued $24,765,000 in Hospital Refunding and
Improvement Revenue Bonds, Series A, 2007, and $5,435,000 in Taxable Hospital
Refunding and Improvement Revenue Bonds, Series B, 2007 (the 2007 bonds) , for
the benefit of Labette Health pursuant to a Bond Trust Indenture dated,fune 1,
2OOi. The proceeds of the 2007 bonds were used, Eogether with other available
funds of Labette Health, for the purpose of providing funds to (1) pay for
renovations and additions to Labette Health's faciliEies, (2) refund the
Hospital Refunding Revenue Bonds, Series A, L996, and Series A, 200L,
previously issued for the benefit of Labette Health, (3) refinance an
outstanding bank Ioan, (4) fund a debt service reserve fund for the
2007 bonds, and (5) pay for certain costs related to issuance of the
2007 bonds.

On December 29, 20L6, the County issued $9,021,000 in Hospitat Refunding
Revenue Bonds, Series 2016 (the 2016 bonds) , for the benefiU of Labette Health
pursuant to a FirsE Supplemental Bond Trust Indenture dated December 1, 20L6.
th. p.oceeds of the 2015 bonds were used, together with other available funds
of r,lbette Health, for the purpose of providing funds to (1) adwance refund
98,405,000 of the Series A, 2007 bonds, and (2) pay certain costs related to
the issuance of the 2015 bonds.

The refund.ing transaction decreased the total amount of future debt service
requirements by $2,390,053. This resulted in an economic aain of $1,L55,57L.
As a result of tfre refunding transaction, a deferred refunding loss of
5L47,64L was recognized for itre difference between the book value of the
refunded d.ebt and the amorrnt required to extinguish the debt. This deferred
loss is reported as a deferred outflow of resources on the statement of net
position.

On January 26, 20L7, the County issued $15,OOO,OOO in Hospital Refunding
Revenue Bonds, Series 20L7 (the ,017 bonds) , for the benefit of Labette Health
pursuant to a Second Supplemental Bond Trust Indenture dated ,January 1, 20L7 -

ih" p.o".e6s of the 2017 bond.s were used, together with other available funds
of r,ibette Health, for the purpose of providing funds to (1) advance refund
$15,350,000 of the Series X, ZOOI bonds, and i2,2O0,000 of the Series B, 2OO7

bond.s, and (2) pay certain costs related to the issuance of the 2017 bonds.
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D/B/A LABETTE HEAITH

NOTES TO FINA}ICIAI STATEMENTS - CONTINUED

December 31, 2018 and 2017

NOTE ,J - LONG-TERM OBLIGATIONS - Continued

The refunding transaction decreased the total amount of future debt service
requirements by $5,550,068. This resulted in an economic gain of $3,574,540.
As a resul-t of the refunding transaction, a deferred refunding loss of
$297 ,687 was recognized for the difference between the book val-ue of the
refunded debt and the amount required to extinguish the debt. This deferred
l-oss is reported as a deferred out.flow of resources on the statement of net.
position.

The indenture agreements for the 2016 and 2017 bonds require Labette Health to
transfer to a trustee, on a monthly basis, specified amounts which, when
combined with interest earned on the respective funds held by the trustee,
will provj-de sufficient funds to pay princi-paI and interest for the bonds on
the appropriate due dates.

Such amounts were maintained and are included with assets limited as to use in
the financial statements. The obligations of Labette Heal-th under the
indenture agreement are secured by a pledge of its unrestricted revenues,
subject to the right of Labette Heal-th to dispose of or encumber property as
defined and permitted in the indenture agreement. The indenture agreement
also includes certain restrictive covenants relating to the disposition of
property, incurrence of additional indebtedness, the level of days cash on
hand, and the l-evel of fees and rates charged. The covenant in the indenture
agreement regarding the level- of days cash on hand requires that those l-evels
equal or exceed 75 days. The covenant in the indenture agreement regarding
the tevel of fees and rates charged requj-res that fees and rates for services
be set at levels sufficient for Labette Heafth to produce income available for
debt service in each fiscal year egual to 125 percent of the debt service
requirements during Ehat fiscal year for ouEsEanding debt. That ratio val-ue
was 395 percent and 279 percent for the years ended December 31, 20AB and
2017, respectively.

Scheduled annual debt service requirements for Labette Health's hospital
revenue bonds are as follows:

201,9
2020
2021,
2022
2023
2024 - 2028
2029 - 2033
2034 - 2036

Principal

$ 518, 000
1,008,000
1, 035, 000
1,076,000
1,11_5, 000
6,L79,000
7 ,421,00o
4,707 ,0oo

fnterest Total

$ 849,505 fi 1,46'7,505
918,314 L,926,314
780,573 1_,87-5,573
747-,549 !,8a7,549
7 0L ,032 I ,8L6 ,032

2,846,805 9,025,805
1,592 ,7 94 9 , 0A3 ,7 94

25L ,342 4 , 958 ,312

$ 23,159,000 $ 8,581,884 i3A,740,884
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NOTES TO FINAI{CIAL STATEMENTS - CONTINUED

December 31, 201,8 and 201'7

NOTE J - LONG-TERM OBLIGATIONS -

Scheduled pay'ments on Labette

20L9
2020
202L
2022
2023
2024 - 2026

Total minimum lease
pa)ments

Continued

Healthrs note

Principal

$ 25, 055
31, 589
33 ,4L9
35, 331
37,353
13 ,967

Principal-

$ 4]-6,775
L45, 003

69 ,]-04
43,501
45,070

206 ,024

I 926,477

Labette Health are

payable to bank are as follows:

Interest

7,658
7,679
5 ,849
3 ,937
1_,9L5

t76

Total

$ 32,723
39 ,268
39,268
39,268
39,258
t4 ,1_43

$ 203,938$ 27 ,21,4

The following is a yearly schedule of future minimum lease payments under
capital leases as of December 31, 201-8, for Labette Hea1t.h:

20]-9
2020
202t
2022
2023
2024 - 2028

Total minimum lease
paymentss

Total interest costs of

$ 86, 408 $ 1_, 012, 885

summarized as f ol-lows:

Interest

$ 24,020
L5 ,721_
L!, 672

9 ,932
8,353

1,6 ,7 00

20]-8

$ 913,578

37,741

$ 951,319

Total

$ 440,795
161- ,724

80,776
53 ,433
53 ,433

222,724

Total interest incurred
Amortization of bond premium
Amortization of deferred outflows

on advance refunding
Payment of bond issuance costs

Int.erest expense

201-7

$ 951, 017
(1,497)

36 ,695
240 ,000

$ 1,236 ,2L5

$ L76,724
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D/B/A LABETTE HEAITH

NOTES TO FINA}TCIAI STATEMENTS - CONTINUED

December 3L, 2018 and 2017

NOTE J - LONG-TERM OBLTGATfONS - CONTiNUCd

Long-term obligations of the component units are summarized as follows:

2018 201,7

2.38t USDA Community Facilities Ioan, in the
original amount of $5,600,000; payable in
monthly j-nstallments of $19,555, including
j-nEerest through October 25, 2052

3.25? USDA Community FaciliEies 1oan, j-n the
original amount of $400,000; payable in
monthly installments of $1,595, including
inEerest through october 25, 2052

Less current maturities

The following is a summary of changes in
units:

Outstanding at ;[anuary ]-, 2Ol7
Obligations incurred
Principal pa).ments

OutsEanding at December 31, 20L7
Principal payments

OuEstanding at December 31, 2Ol8

Schedul-ed annual debt service requirements
units, are as fol-lows:

$ 5,478,486 $ 5, 585, 889

392 ,7 Ol 399,373

5,985,262
91-,209

$ 5, 894, 053

the component

$-
5, 000, 000

(L4,738)

5 ,874,787
LL3 ,406

i 5,757 ,781

long-term debt for

5 , 985 ,262
(114,075)

i 5,87]-,J.87

on long-term debt for the component

20L9
2020
2021
2022
2023
2024
2029
2034
2039
2044
2049

2028
2033
2038
2043
2048
2052

Principal

$ 113,406
LL5 ,7 97
Ll9 ,027
L2r,947
124,939
671,5l.8
758,569
855, 559
967,323

!,092 ,468
929 ,634

$ 5, 871, 187

Interest

L4L,618
L39,227
L35,997
L33 ,077
130, 085
603 ,602
516, 551_

4]-8 ,56L
307,827
L82 ,652

Total

i 255,024
255 ,024
255 ,024
255 ,024
255, O24

)-,275,7-2O
L ,275 ,]-20
7-,275 , !20
7-,275 ,7-50
1,275 , L20

974,506

$ 9,625,355
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LABETTE COI]NTY MEDICAI CENTER

D/B/A LABETTE HEALTH

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 201-8 and 2OL7

NOTE ,J - LONG-TERM OBLIGATIONS - Continued

Total i-nterest costs of the component units are summarized as fol-lows:

2 018

].40 ,949

201,7

172,L4L
(74,788)

97,353

NOTE K - DEF]NED CONTRIBIITION PENSTON PLANS

Labette Health sponsors a defined contribution pension plan that provides
pension benefits for substantially all of its fuII-time employees. In a
defined contribution p1an, benefits depend so1e1y on amount,s contributed to
Ehe plan plus investment earnings. The plan is administered by a third-party
insurance company and can be amended by the Board of Trustees. The provisions
of the plan are as f ol-lows.

Employees become eligible for employer contributions after completi-ngf one year
of service. Labette Health contributes a percenEage of gross compensation
based on the eligible employeers years of service as follows: 2 percent if
more than one year but less than 5 years of servicei 4 percent if five or more
years of service but less than fifteen; and 5 percent if fifteen or more years
of service. Labette Health may al-so make a discretj-onary matching
contribution of participant contributions to the pIan. The contribution
cannot exceed a percentage of gross compensation based on the eligible
employee's years of service as follows: 1 percent if more than five years of
service but less than ten years of service, and 2 percent if more than ten
years of service.

The employees are not reguired to make cont,ributions to the plan but may elect
to contribute from 1- percent Eo 20 percenE of the participant's compensation
subject to maximum limits as defined by the Internal- Revenue Service.

LabeEEe HealthIs contributions for each employee are fuI1y vested after
10 years of continuous service.

For the years ended December 31, 2OAB and 2017, Labette Health and covered
employees made contributions to the plan as follows:

201,7

$ 455, 000
407,769

$ 863,759

Labette Heatth has entered into deferred compensation agreements with certain
employees. These agreements are eligible deferred compensation plans under
Section 401(a) or iSlb) of the Internal Revenue Code. The plans can be
amended by mutual consent of Labette Health and the plans' participants. A]1
assets of the plans are held by a third-party investment company for the sole
benefit of the employee and the employee's designated beneficiary. The plans

TotaL interest incurred
Less capitalized interest cosEs

Interest expense

Employer contributions
Employee contributions

$ L40 ,949

201,8

$ 458, 000
433 ,534

$ 901, 534
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D/B/A LABETTE HEAITH

NOTES TO FINAI{CIAI STATEMENTS - CONTINUED

December 31, 201-8 and 2017

NOTE K - DEFINED CONTRIBUTION PENSION PI,ANS - CONtiNUCd

generally provide for employer contributions based on the employees' years of
6ervice.- the employees are not reguired to make contributions to the plans
but may elect to- contribute a percentage of compensation subject to maximum
limits as defined by the Internal Revenue Service. Labette Heafth's
contribuEions become futty vested after periods defined in each p1an. For the
years end.ed December 31, 2018 and 201-7, Labette Heatth and covered employees
made contribuEions to these plans as follows:

Employer contribuEions
Employee contributions

20L8 20t7

$ 311,251
L02,404

362,a2l-

$ 510,855 $ 413,655

NOTE L - CONCENTRATION OF CREDTT RTSK

Labette HeaLth grants credit without colfateral to its
are local residents and are insured under third-party
mix of patient accounts receivable from patients and
December 31, 2018 and 20L7, is as follows:

patients, most of whom
payor agreements. The
third-party payors at

201,7

31.1?
10.5
11. 3

20.0
27 .L

100.0?

Medicare
Medicaid
Blue Cross
Other insurers
PatienEs

2 018

29.8t
11.5
l_0.4
22 .0
26.3

100.0?
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LABETTE COUNTY MEDICAI CENTER

D/B/A I,ABETTE HEALTH

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 20]-8 and 20a7

NOTE M - COMPONENT UNITS' CONDENSED FINANCIAL INFORMATION

The following is condensed financial data for the discretely presented
component units of Labette Health as of December 31, 2018 and 20L7, and for
ghe years then ended. The Foundation is a major component unit due to the
considerable financial benefit it provides to Labette Health.

20L8 201-7

Major Nonmajor Major Nonmajor
component component component component

rrnit units r:lit units

Cash and cash equivalents
Irrvestments
Due from Labette Hea1tsh
Other receivables
Pledges receivable
Prepaid expenses

Total currenc assets

Assets limited as to use
Capital assetss, net
Other assets

Total assets

Currents portsion of long-term
obligations

construction costs payable
Accounts payable
Due to Labettse Health

Total liabilities

LONG-TERM OBLIGATIONS, less current
maturit.ies

Net position
Net investment in capital assets
Restricted

For debt service
Expendable for specific Labette

Health operating actsivities
Unrestricted

Total neE position

Total liabilities and net position

558, 955

724
705,234

874

565,797

553 ,21-8
5 ,725 , 897

)-54 ,540

I 7 ,a09,446

715 ,591
2,]-79

r02,246

109

'73

293,676

820 ,016

515, 533
6 ,779 , 599

t59 ,465

109

376,923

5 293 ,749 $ 7 ,5]-4 , 5]-3 S 3l.7 , 032

$ 1r-3, 406 $ -

47 ,476 322,2r5

150, 882 322 ,215

5,757 ,787

(145 ,296],

29,778

533 ,440
772 ,861

1, 190,783

; 7 ,]-09 ,445

(2,9s8)

(25,s08)

(28 ,456)

I 293,'749

91,209
5,911-
3,387

45,008

146 , S7S

5 ,894 , O53

L34 ,337

4,25]-

5t]-,2gl
924,116

).,5'73 ,995

s 7 ,6L4,5t3

35L,748

351,748

(11.017)

(23 ,699)

(34,7]-6],

I 3L'7 , O32
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NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2018 and 2017

NOTE M - COMPONENT UNfTS ' CONDENSED FINAITCfAL INFORMATION - Continued
20rg

Major Nonmajor
component components

unit units

2017
Major Nonmajor

component componert
unit unit.s

Rental- revenue from Labette HeaIEh
Other operatingr revenues

TotaL operating revenues

Supplies and other expenses
Depreciation and amortizat.ion

Total operating expenses

Operatj.ng income (loss)
Nonoperating revenues

change in net. position
Net position beginning of year

Net position end of year

Cash flows from operating activit.ies
Payments for supplies and services
Other receipts and payments

Net cash prowided by
operating activities

Cash flows from capital and related
financing activities

Acquisition of capital assets
Proceeds from issuance of

construction notse payable
Repa)ment.s of construction note

payable
Issuance of long-term obligations
Repalments of long-term obligations
lnterest paid

Net cash used by capital and
related financing activities

Cash flows from inwesting act.ivities
Changes io

AsseEs restricted by contributors
fnvestmentss

Investment income received

Net. cash prowided by
investsing actiwiEies

Net, change in cash and cash equiwalents
Cash and cash equivalents at beginning

of year

Cash and cash eguivalents at end of year

Major Nonmajor
component component

unit units

(rt4,0'75].
(740 ,949].

Major Nonmajor
component. component

unit units

(4,477,131-l

4,121,756

(5, 000, 000)
5, 000, 000

(14,738)
( 175, 1ss )

(3].,949)

(77,368)
207 ,884

80, 107

(35)

109

2LO,623

(72,894)

436 , OO2

$ 500, 000
279,387

878,387

702 ,097
393,708

1,095,805

(2L7 ,4L81
(16s,784)

(383 ,202)
t,573 ,985

$ 1, 190, 783

S 3e,292

39,292

9,795
23 ,241

33 ,042

6 ,250

6 ,250
(34 ,7]-6].

$ (2e,456)

$ 100, 000
7, Or3 ,928

r,173 ,928

1,o47,r34
183, 528

I ,230 , 562

1LL6 ,734)
34 ,302

(82,432\
t,555 ,417

$ t,s73,9es

$ 3s,919

35, 919

5,957
23,265

29,222

6,697

6 ,597
(41,413 )

$ (34, 715)

20t8 207_7

$ (70?,651) $ (8,022) $ (1,043,023) $ (s,es7)
981,4r-8 39,292 r,105,764 35,919

r73,757 3t ,27 0 62 ,'7 4t 29 ,962

(3,200) (31,305)

(258,224) (31,305) (346,2s8) (3]-,e4e)

(45 ,263)
92,560
44, L56

91,453

6 ,986

363,108

$ 370,094
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December 3L, 2018 and 20L7

NOTE M - COMPONENT I,NITS ' CONDENSED FINANCIAI INFORMATION - ConLinued

2018 2017

Reconciliation of cash and cash
equivalents

Cash and cash equivalent.s
Cash included in assets limited

as tso use
Under loan agreement
For specific operating

activities

Major Nonmajor
component component

unit u-nits

$-

29,'778

340, 315

l5

Maj or
component

unit

$-

4,25L

358, 8s7

$ 353,108

Nonmajor
component,

r.rnits

$ 370,094 $ 73

NOTEN-RISKMANAGEMENT

For the years ended December 31, 2018 and 20L7, Labette Health was insured for
hospital professional liability under a comprehensive hospital liability policy
provided by an independent insurance carrier with limits of $200,000 per occurrence
up to an annual aggregate of $500,000 for all claims made during the policy year.
Labette HealEh j-s further covered by the Kansas Heal-tsh Care Stabj-lization Fund for
claims in excess of its comprehensive hospital liability policy up to $300,000
pursuant to any one judg:rnent or seEtlement against Labette HealEh for any one party,
subject to an aggregate limitation for all judgments or settlements arising from all
claims made in the policy year in the amount of $900,000. The policy provided by the
independent insurance carrier provides for umbrella liability in excess of the
underlying limits set forth above in t,he amount of $1,000,000 per occurrence with an
aggregate amount in any policy period of $3,000,000. A11 coverage is on a claims-
made basis. The above policies were renewed on.fanuary 1, 20a9, for the policy
period f rom ,January L , 2Ol9 to ,fanuary 1, 2020 .

In addition to the risks disclosed elsewhere in these financi-al statements and notes
thereto, Labette Hea1th is exposed to various risks of loss related to torts; theft
of, damage to, and desEruction of assets; errors or omissions; injuries to employees,'
and natuial disasters. LabetEe Heal-th purchases commercial insurance for these risks.
Settled claims have not exceeded this commercial coverage in any of the past three
years.

NOTE O - COMMITMENTS AND CONTINGENCIES

Labette Health purchases professional and general liability insurance to cover
medical malpractice and other liabitity claims (Note N). There are known claims and
incid.ents Ctrat have been asserted. These claims have been referred to Labette
HealEh's insurance carriers and are in various stages of processing. No accrual for
loss contingencies related to these items has been made in Lhe financial statements
as the amount of ultimate settlement, if any, cannot be reasonably estimated.

31
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D/B/A LABETTE HEAITH

NOTES TO FINANCIAI STATEMENTS - CONTINUED

December 31, 2018 and 20L7

NOTE O - COMMITMENTS AND CONTTNGENCIES - ConLinued

Labette Health leases property from the Foundation under an operating lease
expiring October 31, 2052. Scheduled future mj-nimum rental palrments under
this lease are as follows:

20]-9
2020
202L
2022
2023
2024 - 2028
2029 - 2033
2034 - 2038
2039 - 2043
2044 - 2048
2049 - 2052

Total future minimum lease
payments

$ 600, 000
600, 000
500,000
500,000
500, 000

3,000,000
3,ooo,ooo
3, ooo, ooo
3,oo0,oo0
3,ooo,ooo
2, 300, ooo

$ 20,300,000

The Foundation recogni.zed $500,000 and $100,000 in ot,her operating revenue
under t,his rental agreement during 2018 and 2017, respectively.

Labette Health also leases other property and equipment under various
operating leases. Rental expense for all operating leases consisted of the
following:

2018 20L7

Minimum rentals due tmder leases
expiring in more than one year $ 500,000 $ 100,000

Other rents 85,133 138,553

$ 685, 133 $ 23 8, 553

NOTE P - RELATED PARTY TRANSACTIONS

Labette Health received $647,511 and $950,576 from the Foundation during 2018
and 2017, respectively. The Foundation received i234,602 from Labette Health
during 2017. Labettse Health incurred $88,782 and $136,435 in sa1ary and
employee benefit expense on behalf of the Foundation during 2018 and 20L7,
respecEively. Labette Health paid rent to the Foundation totaling $500,000
and $L00, 000 during 201-8 and 2017, respecti-vely.

Labette Hea1th paid rent to LHRP totaling 539,292 and $35,919 during 2018 and
20L7, respectively.

At December 31, 20L8, Labette Health had approximately $2,580,000 of deposits
wi-th a local bank in addition to an outstanding equipment Lease of
approximately g190,OOO. A member of Labette Health's board of trustees is an
executive officer of the 1ocaI bank.
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NOTES TO FTNAI{CIAL STATEMENTS - CONTTNUED

December 31, 2018 and 201-7

NOTE Q - COI]NTY TAX PROCEEDS

On June 26, 2OO7-, voters of the County approved a .25 percent health care
retailersr sales tax to be used as a source of funding for the provision of
emergency medical services. The County has agreed to pay Labette Health an
amount egual to the lesser of l-00 percent of the sales tax or 95 percent of
Labette Health's direct loss attributable to the provision of ambuLance
services. Of the sales Lax, l-00 percent exceeded 95 percent of Labette
Health's direct loss attribut.abl-e to the provision of ambulance services by
9370,350 during 20L8 and by $382,303 during 201-7. The County has restricted
these amounts to use for future capital acguisitions for ambulance services.

NOTE R - SUBSEQUENT EVENTS

During February 20L9, Labette Health entered into a construction conLract for
medica1 office leasehold improvements of approximately $400, 000. The
leasehol-d improvements are being financed with a note payable at a 1ocal bank.
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